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DO RECIPROCALLY PREFERENTIAL TARIFFS 
TEND TOWARDS FREE TRADE? 



A. W. FLUX 



In this paper it is proposed to deal with some of the 
aspects of preferential tariffs and reciprocity in which 
Canada's relations to the mother country and to the 
United States do not form the most important or prom- 
inent feature. I fear I may detain you with common- 
places or with repetitions of what is familiar, especially 
in view of the recent volume on reciprocity in which 
Professor Laughlin and Mr. Parker Willis have so care- 
fully examined that question, reaching results with 
which I am not disposed to attempt to quarrel. Even 
the trite and the commonplace may sometimes not be 
superfluous, however. 

The commercial treaties of the last generation, in 
Europe at all events, have differed from those of former 
times in one feature of fundamental importance, in that 
the concessions, granted in each such treaty between 
one power and another, have, by the operation of 
the " most favored nation " clause, been extended to 
the entire group of nations bound by treaty to either of 
the contracting parties. The policy of " reciprocal 
preference" is in direct conflict with this practice, and 
expresses rather a revival of the practice of earlier cen- 
turies in the matter of trade treaties. So prominent a 
place in public interest has been taken by the preferen- 
tial arrangements made, of late years, within the British 
Empire, and by the policy of reciprocity, as understood 
in the United States, meaning reciprocal concessions 
made between two countries by treaty, and not extended 
io6 336 
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to others by either of them, that it seems worth while 
to ask whither such a policy tends. 

In a general way, though for vague and ill-defined 
reasons for the most part, there seems to be a belief 
that reciprocity is a kind of half-way house to free trade. 
That belief, I shall suggest, is hardly justified either by 
the logic of the case or the experience of the past. The 
reduction of the tariff of one country as against a 
second may be judged from either of two standpoints : 
namely, from the point of view of the advocates of tariff 
for revenue only, and from that of the believers in tariff 
for protection. 

It need hardly be recalled to your thoughts that the 
revenue-tariff advocates would find the advantage 
afforded by lowering the tariff, or any particular item 
of it, not in the privilege conferred on other nations by 
permitting them a freer access to the protected market, 
but in the gain to the nation which relieved its industry 
from the pressure of the tax in question. The desira- 
bility of the reduction is, from this point of view, not 
dependent on reciprocal action by one or more other 
nations. If those other nations can be induced to 
remove yet more of the fetters which hamper industry, 
the gain is by so much the greater. If it were admitted 
that the reduction worked injury to the nation propos- 
ing it, compensation for that injury might be essential. 
But the free-trader, who accepts a tariff as a fiscal meas- 
ure, and endures its evils as less than those of, say, an 
income tax, does not need to find other compensation 
than that to the revenue for reducing import duties.' 

" Incidentally it may be recalled to mind that, if the rates of the 
tariff are not required by fiscal necessity to be such as develop the 
greatest possible revenue from any or all articles, it is desirable from 
the point of view of revenue that the rates be below, not above, the 
level proper for maximum yield. The need for greater revenue on 
emergency can then be more easily met by the process invariable 
followed in such a case, namely, raising the rates of duty. 
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The Canadian example (already referred to by Prof. 
Sliortt) may serve as an illustration. The British pref- 
erence, when originally carried through Parliament, was 
a measure of tariff reduction. The choice being be- 
tween all-round reduction and a reduction specially 
affecting the mother country, the latter was chosen. I 
do not know that opponents of the preference base a 
case on the evils suffered by Canada through the reten- 
tion of the full tariff rates on foreign goods. The 
advantage sought by the reduced rates of the preferen- 
tial tariff was sought in benefits conferred on the Cana- 
dian consumer,' and in the encouragement given to the 
development of trade in a direction in which incidental 
benefits to Canada as an exporting country were looked 
for, and are believed to have been obtained. The belief 
is sedulously fostered by the protectionists that the 
advantages of the preference are enjoyed, not by Canada, 
but by England. It was not in that belief that the 
Fielding tariff was framed, unless I am greatly deceived. 
I do not deny that British manufacturers may benefit, 
and that Canadians may feel some satisfaction that 
British rather than, say, German manufacturers profit 

1 The following extracts from the speech of Mr. Fielding, when in- 
troducing the tariff on April 22nd, 1897, suggest the views stated, 
\c.f. Debates, House of Commons, Dominion of Canada, Session 1897. 
Vol. I, at pages cited]. 

" The Liberal party, in its platform at the Ottawa Convention, de- 
clared itself to be in favor of a reduction of the tariff. That pledge 
we have fulfilled today by substantial reductions in our general tariff, 
and still further by the large reductions made in our reciprocal tariff." 

pp. II33-4. 

"And last, but not least, we give to the people the benefits of pref- 
erential trade with the mother country." p. 1135. Later in the same 
debate. Sir Richard Cartwright said {c.f. p. 1256). 

" Lastly, Sir, and it is not the least important portion of our scheme, 
there is a reasonable chance of delivering Canada from the dead-alive 
condition in which Canada was until very lately." 
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by trade with Canada. This is, however, rather a pleas- 
ing incidental result than the primary object sought. 

Turning now to the consideration of a special reduc- 
tion of tariff as against one country in particular, from 
the standpoint of the believer in protection as a princi- 
ple, how does the matter stand ? Justification can be 
found for such reduction in either of the following 
cases ; (i) where the reduction of duties by one country, 
A, on the goods imported from another country, B, af- 
fects only products in which B has a special disadvan- 
tage in relation to the markets of A. The preferential 
reduction may merely put B on the same level as all 
other countries in competing for so much of the import 
trade of A as A's interests permit to be open to foreign 
competition. This does not reduce the degree of pro- 
tection afforded by the tariff, and may serve as a con- 
cession with which to purchase favors. But would any 
generous response be likely to be evoked by an arrange- 
ment which merely placed B on an equality with other 
nations ? Does such equality, with rivals of established 
position and no insignificant strength, present an open- 
ing for trade sufficiently promising and extensive to be 
worth purchasing at any considerable sacrifice ? 

(ii) The second case is where the importing country 
cannot dispense with imported supplies of particular 
commodities. The country best able to supply its needs 
may, in such a case, perhaps, be favored with a gain to 
itself. Though the material for a bargain might be 
found under these conditions, the case for granting a 
special reduction of duty does not depend on the evoca- 
tion of reciprocity. The advantage is found in the bet- 
ter access to the most desirable sources of supply. Per- 
haps, too, the revenue might gain more than if there 
were an all-round reduction of this item in the list of 
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duties. But, inasmuch as it may be contended that the 
source of supply which is most advantageously situated 
will be least in need of special favors, the level of the 
tariff may safely be fixed from considerations of revenue 
yield, or of the advantage to be gained from a supply of 
a desirable commodity on as cheap a basis as possible, 
in view of need for public revenue. In any case little 
promise of effective pressure for reciprocal favors is af- 
forded if the other party to the bargain be so placed as 
to depend very little on securing the favor. 

When proposals for reciprocity come to be considered, 
it is highly probable that the duties, the reduction of 
which is demanded by one country of another, will be 
precisely those which that other is most unwilling to 
reduce. If all are not in this category, some are tolera- 
bly certain to be, either on the one side or the other. If 
it appear that reciprocal concessions can be secured, 
which compensate for the reduced protection accorded, 
the arrangement has nothing about it to especially 
recommend it to the protectionist. The most charac- 
teristic of free-trade contentions is that the comparative 
lack of prosperity in one trade may be more than com- 
pensated by stimulus afforded specially to another or 
generally to a host of others. To grant that reciprocity 
may make preference advantageous, when, without re- 
ciprocity, it is injurious, is to concede the force of the 
economic condemnation of protection as a system. The 
protectionist cannot, and does not, advocate a kind and 
degree of reciprocity which adds to the freedom of trade, 
if he be consistent and logical. And the free-trader does 
not need the reciprocal concessions of another country 
to make a preferential reduction of duty worth institut- 
ing, if, from his point of view, it be worth instituting at 
all. Reciprocity as a condition of and compensation for 
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the reduction of tariff as between particular countries, 
the reduction not being extended to the outside world, 
that is to say, reciprocal preference, cannot, then, claim 
support on sound theoretical ground, either from free- 
trader or protectionist. The springs of action, are, how- 
ever, found, as Professor Shortt has pointed out, in false 
theories as well as in sound ones. It may be more pro- 
fitable, therefore, to turn from abstract considerations 
and proceed to consider some of the historical evidence 
bearing on the subject. 

How does the matter stand when we look at it, not 
from the point of view of theoretical consistency, but 
from that of practical experience ? Surely the principle 
of reciprocity has done great and effective service in se- 
curing the reduction of tariffs ! Are we sure of this ? 
Is not the opinion that it has done so, unless that opin- 
ion be carefully qualified, based on a superficial view 
and hasty interpretation of facts ? 

I/Ook at the case already quoted, that of the Canadian 
preference to British goods. The tariff of 1897 would 
have had lower rates on a number of items, if the de- 
bates on the measure are a guide, but for the expecta- 
tion that a treaty of reciprocity with the United States 
would be arranged in the near future, in view of which 
it was desirable to have something in hand on which to 
base a bargain. The expectation of exacting reciprocal 
concessions held the framers of the tariff back from 
proposing rates as low as the interest of their own nation 
called for.' The wave of free-trade enthusiasm has 

' In the debate on the introduction of the tariff, among other refer- 
ences to the point we find the ioMoviing: "if yoxi make aliowances 
for the special reservations which we have made for the purpose of 
enabling us to treat on fair terms with our American friends. . . ." 
(Speech of Sir Richard Cartwright. Debates, etc., 1897. Vol. I. 
p. 1242). 
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largely died away, and Canada has failed to enjoy the 
benefit of those lower rates during eight years through 
waiting for a reciprocal arrangement. Reciprocity 
seems as distant a prospect now as when the Fielding 
tariff was adopted ; in some ways more distant, since 
Canadians are less impressed with the idea that they 
stand to gain by reciprocity with the United States. 
Planning to lower tariffs through reciprocity — refusing 
to throw away the weapons with which concessions may 
be procured — has here distinctly deprived a free-trade 
campaign of part of its legitimate fruits. And this is 
no isolated case, but rather an illustration of what has 
taken place again and again, and is likely to recur. As 
long as free-traders permit their opponents to repeat the 
well-worn tactics, so long, in grasping at the shadow, 
they will miss the substance of their desires.* 

Even in the classical case of the Cobden treaty be- 
England and France in i860, this view finds illustration. 
Of the reductions in the British tariff which the treaty 
conceded, we find Cobden writing to Bright : " We do 
not propose to reduce a duty, which on its own merits, 
ought not to have been dealt with long ago." Whether 
Gladstone would have carried through the tariff reform, 
embodied in his i860 budget, had there been no French 
treaty, and no reciprocal concessions, is hard to say. It 
is probable that that measure of reform would have been 
carried, and at approximately the same date, on its own 
merits, even without the aid of the French negotiations. 
Such is unquestionably the impression conveyed by the 

''■ See, for example, references in Mr. Fielding's speech in the Cana- 
dian House of Commons, on April 22, 1897 (Debates, etc., 1897. Vol. 
I. pp. 1094-5), to the representations made by Sir Charles Tupper, 
in the Maritime Provinces, at the time of the introduction of the Na- 
tional Policy, that two years of the National Policy would suflSce to 
secure reciprocity with the United States. 
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great financier's own words, as set forth in Mr. Morley's 
recent " Life." It was, perhaps, a fortunate accident 
that, in other countries as well as in England, the 
movement towards abolishing mediaeval exclusiveness 
had proceeded far enough to enable concessions from 
their side to be secured in return for what looked like a 
price paid by England. But in regarding the English 
concessions, it must not be forgotten that they were not 
restricted to the nations which gave something in ex- 
change for them. The sentence following that quoted 
above from a letter of Cobden to Bright reads : " We 
give no concessions to France which do not apply to all 
other nations." The spirit of such concessions is obvi- 
ous, and is emphatically opposed to the spirit of conces- 
sion of exclusive privileges to particular nations. That 
plan had been tried. Gladstone said : ^ " I have been an 
active party to the various attempts under Sir Robert 
Peel's government to conclude such treaties, and was as 
far as possible removed from any disposition to the re- 
newal of labor which was in itself so profitless, and 
which was dangerously near to a practical assertion of a 
false principle, namely, that the reductions of indirect 

'Morley's " Ivife of Gladstone." Vol. II, p. 21. In 1844 Glad- 
stone had defended the policy of endeavouring to secure recip- 
rocity treaties, and had aided in defeating resolutions, introduced 
in the House of Commons by Mr. Ricardo, enunciating the doctrine 
" that the great object of relieving the commercial intercourse be- 
tween this country and foreign nations from all injurious restrictions 
would be best promoted by regulating our own customs duties as 
might be most suitable to the financial and commercial interests of 
this country, without reference to the amount of duties which foreign 
powers might think it expedient for their own interest to levy on 
British goods," and urging that the diplomatic agents of the country 
should be instructed ' ' not to enter into any negotiations with foreign 
powers which would make any contemplated alterations of the tariff 
of the United Kingdom contingent on the alterations of the tariffs of 
other countries. " Cf. Annual Register, 1844. 
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taxation, permitted by fiscal considerations, are in them- 
selves injiirious to the country that makes them, and 
are only to be entertained when a compensation can be 
had for them." Had the attempts here referred to, to 
secure a commercial treaty with France, been successful, 
the reciprocity plan might be credited with assisting an 
important advance toward freer commercial conditions. 
But of those negotiations, looking to tariff treaties on the 
basis of reciprocity, Sir Robert Peel, speaking in the 
British House of Commons on January 27th, 1846, 
said : " Wearied with our long and unavailing efforts to 
enter into satisfactory commercial treaties with other na- 
tions, we have resolved at length to consult our own inter- 
rests." And Mr. Gladstone's views in reference to the 
attempts to induce other countries to associate themselves 
with Great Britain in the reduction of tariff are expressed 
even more emphatically in the following passage : " In 
every case we failed. I am sorry to add my opin- 
ion that we did more than fail. The whole operation 
seemed to place us in a false position. Its tendency was 
to lead countries to regard with jealousy and suspicion 
as boons to foreigners, alterations in their tariffs, which, 
though doubtless of advantage to foreigners, would have 
been of far greater advantage to their own inhabitants." 
Is not this view borne out by the subsequent history 
of European tariffs ? England frankly reduced her 
tariff for her own benefit. Other nations reduced theirs 
only in response to reciprocal reductions, thus acting as 
if the reductions in each case benefited other nations in 
the main. As soon as a change in sentiment set in we 
find that reciprocity entirely failed to keep tariffs low. 
It is true that we have the double tariff, a general tariff 
and a conventional tariff, the latter granting lower 
duties to the nations bound by treaty in tariff matters,- 
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or the maximum and minimum tariff, a less elastic form 
of practically the same thing. But the minimum or 
conventional schedules are not, in general, strikingly- 
moderate in the rates they embody. The tendency, 
moreover, is for these most favorable rates to be steadily 
raised. The maximum or general tariff may be made 
prohibitive, as a means of compelling the acceptance of 
the immoderate though lower rates of the conventional 
or minimum tariff. The maximum rates are a kind of 
" big stick " with which to enforce the acceptance, un-, 
der the name of "special favor," of something- in itself 
undesirable. The fixing of the limits of conventional 
concession, in minimum-rate schedules, now becoming 
the general custom, affords no kind of guarantee that 
reciprocal concessions will approximate to freedom of 
commercial intercourse, but rather the contrary. The 
stimulus to reciprocal concession is evanescent in prac- 
tice. The minimum rates are put high enough, speak- 
ing broadly, to meet the claims of the protectionist in- 
terests, and there is no kind of assurance that the secur- 
ing of those rates will prove attractive to other nations. 
England cannot secure tariff concessions because, it is 
said, she has thrown away her weapons. But how ef- 
fective have the weapons retained by the rest of Europe 
proved ? Have they, for example, been effective enough 
to suggest that, as against either the United States or 
against Germany, Great Britain would have secured 
any substantial — indeed, any — reduction of rates below 
the levels actually granted to her? Two countries, 
with maximum and minimum tariffs, may say to each 
other : " Grant me your minimum schedule, or you shall 
not get mine." This imposes no restraint, apparently, 
on the increase of the rates of the minimum schedules, 
and the point is at last reached, at which it becomes 
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clear that the minimum of one country is conceived as 
not being worth buying at the price demanded,- — name- 
ly, the grant of the other's minimum rates. The actual 
position of the negotiations between Germany and Aus- 
tria appears to illustrate this, and to afford a fairly strong 
piece of evidence against the effectiveness of the retention 
of a tariff as a means of compelling others to abandon 
their tariffs. Fully persuaded that lowering their rates 
affords advantage, not so much to themselves as to their 
neighbors, the nations have proceeded in a fashion 
which reminds one of certain features of a popular 
American game, — each " raises " the other, and the 
" bluff " goes on till it eventuates in tariff wars from 
time to time. If we can imagine how much higher all- 
round the tariff might have been had England, too, been 
in the game, we can conceive of the extent of the ser- 
vice done to freedom of trade by the refusal of that coun- 
try to abide by the " reciprocity " idea. It is true that 
Great Britain cannot initiate negotiations with other 
countries looking to mutual tariff reduction except in so 
far as this affects crown colonies. A result is that the 
points most important to Great Britain may fail to be 
raised. It will depend on the conclusion we form as to 
the extent to which other countries have been influenced, 
by the tariffs retained by their neighbors, to check the 
raising of duties, whether our estimate of the loss to 
Great Britain places that loss at a magnitude great 
enough to be worth avoiding at the necessary price, 
namely, the retention of duties not desired for other pur- 
poses and hurtful in themselves. 

Another noteworthy case in which it certainly seems 
as if reciprocity did enforce freedom of intercourse is 
found in Huskisson's " Reciprocity of Duties " Act of 
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1833,' which equalized the charges, etc., on foreign and 
British shipping in British ports, on condition that the 
treatment was reciprocated. It must not be forgotten 
that pressure from outside, threats of retaliation unless 
reasonable freedom was instituted, had a good deal to do 
with this measure. The numerous treaties concluded 
under the provisions of this act are a tribute to the 
wisdom of its framer, and the obligations under which 
his countrymen were placed to that reformer. But an 
even greater tribute to Huskisson's foresight and sound 
common sense is found in the stimulus to England's 
shipping evidenced by the record of its growth. It was 
the need of avoiding retaliation, on the one hand, and 
on the other, of giving a stimulus to trade and industry 
which would react on shipping, which made the liberal 
policy worth while, and we need not attribute its bene- 
fits to the fact that no country enjoyed the privileges it 
conferred without reciprocating them. The fact that, in 
the dark ages of commercial policy, people could be 
bluffed into regarding as desirable only because recipro- 
cated, a freedom which was, in truth, sufficiently desir- 
able in itself, does not demonstrate the wisdom of 
choosing to-day the same line of action. Is it an ade- 
quate reason, for taking the worse line of action, that 
others will not join in the better? In some cases, 
doubtless, but not as a general principle. To take this 
course, not to refuse to take it, is what needs special jus- 
tification on each occasion. 

In 1854, when the British coasting trade was opened 
to world-wide competition, the power to exact reciprocal 
concessions was reserved.^ But public opinion in 1854 

' 4 Geo. IV, c. 77, and 5 Geo. IV, c. i. 

^ " If it shall be made to appear to Her Majesty that British vessels 
are subject in any foreign country to any prohibitions or restrictions 
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was so much in advance of what it had been in 1823 
that no waiting for reciprocity treaties or conventions 
was now necessary. The clause was never acted on, 
though reciprocal privileges were not granted, and are 
not granted to-day. The maintenance of freedom of 
shipping in British ports has rested on the belief that 
that freedom is, on the whole, to British advantage, in 
spite of that advantage being kept down by the failure 
of others to reciprocate. British advantage has not been 
sacrificed to the prejudices of other nations. Can it be 
alleged that the growth of the British mercantile marine 
discredits the policy ? Is there any serious probability 
that an attitude of restriction on England's side would 
have extracted reciprocal privileges from the unwilling 
nations of Europe, or from the United States ? Were 
England to have said to them, "Open your coasting 
trade to us or your ships shall be penalized in British 
ports," she must have excluded them from her coasting 
trade if they had not thought it wise to admit her to 
theirs.^ 

The exclusion might have been a great disadvantage 
to them, but it would have been of some disadvantage 
to Britain, and she was not looking for opportunities to 

as to the voyages in -which they may engage, or as to the articles 
which they may import into or export from such country, it shall be 
lawful for Her Majesty (if she think fit) by Order in Council, to im- 
pose such prohibitions or restrictions upon the ships of such foreign 
country, either as to the voyages in which they may engage, or as to 
the articles which they may import into or export from any part of 
the United Kingdom, or of any British Possession in any part of the 
world, as Her Majesty may think fit, so as to place the ships of such 
country on as nearly as possible the same footing in British ports as 
that on which British ships are placed in the ports of such country." 
16 and 17 Vict., c. 107. 

' The actual experience in the matter of trade between the United 
States and the British West Indies during the years 1826-30 illustrates 
the point taken. 
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injure others, in the hope of reaping advantage from 
such injuries, indirectly, if not directly. It does not 
seem impossible that, in the future, the interests of ship- 
pers may appear no longer to require that British ship- 
owners should share with foreigners the trade between 
British ports, including under this designation ports of 
the Crown colonies and Eastern Dependencies of Brit- 
ain, if not those of the self-governing colonies. The 
latter would be not unlikely to desire inclusion in any 
arrangement specially favoring British shipping in Brit- 
ish ports. The revival of a provision of this Act of half 
a century ago would suffice for the purpose.' 

The only conditions in which reciprocity would be 
likely to tend towards freer commercial intercourse are 
those where a nation does not clearly appreciate the ad- 
vantage of reducing its own tariff, while it is persuaded 
that reciprocal concessions are advantageous enough to 
outweigh the losses believed to be imposed on it by 
these reductions, and that they cannot be secured other- 
wise. The negotiations in such a case are reduced to a 
contest of wits, devoted, on each side, to forcing the other 
to reduce its tariff, while skillfully avoiding any import- 
ant reduction in return. Is that situation a promising 
one for an agreement embodying real steps towards 
freedom ? Is not the encouragement of the delusion 
that no reduction of tariff is worth making unless some 
reduction elsewhere can be secured in return a greater 
hindrance to tariff reduction than the actual achieve- 

1 The reciprocity clauses of the 1854 Act were repealed in 1876 by 
the Statute Laws Revision Act, 39 aud 40 Vict., c. 36. It appears that 
the coasting trade of the United Kingdom was thrown open in the 
bill of 1849, as originally drafted, together with the foreign trade, but 
the clauses relating to the coasting trade were withdrawn, partly due 
to refusal of reciprocity by the United States, c/., Leone Levi, 
History of British Commerce, p. 301. 
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ments of reciprocity treaties are a help to that end ? 
Such was the opinion of Mr. Gladstone, and recent ex- 
perience does little to dissuade from sharing in his 
opinion. 

In Canada to-day, there is probably a wide-spread be- 
lief in reciprocity as an abstract principle, but so far as 
reciprocity in the concrete, i.e.^ with the United States, 
is concerned, the situation illustrates preceding remarks. 
It is believed that the reductions of tariff likely to be 
conceded by the United States are reductions which it 
is sufficiently in the interest of the United States to 
make apart from any equivalent secured from Canada, 
while, of the reductions likely to be demanded in the 
Canadian tariff, — whose level is, broadly speaking, 
much below that of the United States tariff,' — little is 
likely to appeal to Canadians as other than injurious to 
their country's present interests. Waiting for reci- 
procity simply means that reforming energy is pent up. 
Each side seeks to keep unchanged, as a weapon for a 
future fight, duties whose reduction would be advanta- 
geous to the other, practically ignoring the question of 
whether the present reduction might not be of advan- 
tage to itself. 

As regards the preferential tariffs that have found a 
place in the customs regime of British Colonies, the 
spirit in which they are conceived serves to give point to 
preceding remarks. Canada, South Africa, and New Zea- 

'On Articles of food and animals the rates of duty charged in the 
United States average two and one-half times those charged in Can- 
ada ; on manufactured articles for consumption the United States 
rates are fully twice the Canadian. These two groups yield about 
three-fifths of the customs revenue in each country. The average 
rates of duty on dutiable goods in the United States and Canada are 
about in the proportion of 9 to 5. Free goods comprise about 40 per 
cent, of Canadian imports, and about 43 per cent of United Stales 
imports. 
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land have instituted preferential tariffs applicable to 
British goods, and Australia is said to have the matter 
under consideration. The idea prevalent in the Australian 
Commonwealth, as to the lines of a possible preference, 
seems to be in accord with that expressed in the New 
Zealand preferential policy. This policy has been in 
effect for but a few months — too short a time to make 
reference to its results. As to the plan, it includes no 
reduction of duty, except in the case of tea, which is 
placed on the free list, instead of paying 2d per pound. 
The rest of the changes consist of additions to duties on 
certain classes of goods when imported from foreign 
countries. The duty on cement is doubled when im- 
ported from countries not granted the preferential rates. 
Of this commodity, all but two-thirds of i per cent, in 
value of the import in 1902 came from the British 
Dominions. Then follows a group of articles on which 
the duty is increased by 50 per cent, when imported 
from non-favored countries. Of these goods 70 per 
cent, in value were received from the British Dominions 
in 1902. A third group, selected from the free list, 
have a duty of 20 per cent, placed on them when im- 
ported from non-favored sources. Of these a fraction 
under 75 per cent, in value were received in 1902 from 
the British Dominions. The entire list includes ten 
millions of the fifty-five million dollars' value of imports 
into New Zealand in 1902. Of these $2,780,000 were 
imported from foreign countries, forming 30 per cent, of 
the entire import from foreign countries. That there is 
no expectation of a substantial reduction in purchases 
from foreign countries may be inferred from the antici- 
pation of an increase of revenue of $350,000 to $400,000 
from the increased duties. Even British possessions 
will not receive the advantage of the preferential rates 
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unless tliey respond, by concessions to New Zealand in- 
volving a sacrifice of revenue of like amount to that 
estimated to be involved in refraining from imposing 
these sur-taxes on their goods. Power is taken to 
arrange like reciprocity treaties with foreign countries 
on the same terms. Perhaps the actual amount of goods 
subject to the new surtaxes may be greater than repre- 
sented by the figures quoted, for the 1902 figures pres- 
ent, not countries of ultimate origin, but, in all proba- 
bility, countries of immediate shipment. The criticism 
of opponents of the measure, that it was a measure of 
protection, not of preference, seems justified. The 
example of the Canadian surtax on German goods shows 
that some (at any rate apparent) transference of trade 
may be effected by means of increase of duties against 
non-preferred countries. Thus there may be some ad- 
vantage to British producers, even though it be true 
that the change is one to higher duties on the whole. 
Should Australia adopt a similar plan, reciprocal prefer- 
ence between Australia and New Zealand would not 
involve any reduction of duties from the level at which 
they stood before the preferential plan was introduced, 
thus illustrating the position laid down in what precedes. 
The South African preference is a real reduction of 
duties, amounting to 25 per cent, of duties generally, 
and the entire remission of duties which are at 25^ per 
cent, ad valorem, on goods from non-preferred countries. 
The Canadian preference similarly involves the real re- 
duction of duties, in spite of some preliminary adjust- 
ment of special schedules, making the actual reduction 
from previous rates less than the one-third at which the 
rebate of duty stands in general. But the prospect now 
held out is for a revision of the simple plan of a uni- 
form fractional reduction of duties. A general and a 
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preference tariff, on the lines of the familiar maximum 
and minimum tariff plan, is foreshadowed. We cannot 
tell on what principles the minimum duties are to be 
assessed. The recent change in the duty on certain 
classes of woollens, hitherto and still rated at 35 per 
cent, in the general tariff, is not very promising for low 
minimum rates where these rates really encourage im- 
portation. In place of a preferential duty one-third less 
than the general rate of 35 per cent., we have now a 
preferential duty of 30 per cent. The general appear- 
ance of the figures of imports does not support the view 
that the growth in imports of these goods has been 
entirely due to the preference. Taking the seven com. 
plete years since the beginning of the preference in 
1897-8, the proportions of the imports of these goods 
entered at preferential rates from Great Britain have 
been respectively 72.77, 71.55, 69.13, 72.34, 71.87, 73.08, 
76.22 per cent. The latest year shows a sudden in- 
crease, due, perhaps, more to the German surtax than 
to the British preference. Omitting this year, for that 
reason, we find that the imports from non-preferred 
countries increased between 1899-1900' and IQ02-3 by 
approximately 20 per cent. The imports ixnder pref- 
erence increased by nearly 45 per cent. These propor- 
tions are very nearly the same as for all dutiable wool- 
lens imported. The stimulus to imports due to the 
preference cannot be measured by the entire increase of 
imports, but rather by something like 55 per cent, of 
that increase. As it appears that the reduction of the 
preferential rebate is not checking the growth in im- 
ports, perhaps even this overestimates the effect. The 
goods on which the change in question has reduced the 

iTlie preference was not limited to British imports till the end of 
July, 1898. Hence the figures of the first two years cannot be safely 
used in tracing the effect of the preference on British trade. 
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preference have been about seven-tenths of the wool- 
lens imported under preference, and something like one- 
fifth of all the goods from Great Britain affected by the 
preference.' 

1 In view of the deputation to the Government of Canada on Jan- 
uary 5, 1905, requesting tlie restoration of the old preferential duty 
on certain woollen goods, the following figures, showing, in greater 
detail than those given in the text, the imports of goods affected by 
the modified preference for the five years preceding the modification, 
may be of interest. They are shown in two sections : 

(A.) Cassimeres, cloths, coatings, overcoatings and tweeds. 

(B.) Felt cloth and fabrics, manufactures, wearing apparel and 
ready-made clothing, composed wholly or in part of wool, worsted, 
the hair of the alpaca, goat or other like animal, n. e. s. 

For comparison there are stated also the figures of 

(C. ) Other dutiable woollens, comprising inter alia, blankets, car- 
pets and yarns. 

TOTAI< IMPORTS INTO CANADA (ENTERED FOR CONSUMPTION) IN 
THOUSANDS OF D0I<r,ARS. 

Fiscal Year. A. B. C. Aggregate. 

1899-1900 2,714 4,351 2,737 9,802 

1900- 01 3,198 4,102 2,644 9,944 

1901- 02 3,595 4,382 2,970 10,947 

1902- 03 4,716 4,965 3,881 13,562 

1903- 04 5,347 5,621 4,191 15,159 

OF THE ABOVE WERE ENTERED UNDER THE PRETERENTIAI< TARIFF. 

1899-1900 2,481 2,402 2,116 6,999 

1900- 01 2,975 2,307 2,057 7,339 

1901- 02 3,343 2,390 2,328 8,061 

1902- 03 4,465 2,610 3,097 10,172 

1903- 04 5,128 3,233 3,519 11,880 

SHOWING THE FOI,I<OWING PERCENTAGES ENTERED AT PREFER- 
ENTIAI< RATES : 

1899-1900 91.4 55.2 77.3 71.4 

1900- 01 93.0 56.2 77.8 73.8 

1901- 02 92.9 54.5 78.4 73.6 

1902- 03 94.7 52.6 79.8 75.0 

1903- 04 95.9 57.5 84.0 78.3 

Why the B group has been associated with the A group in the rais- 
ing of the rate of duty under the preferential tariff, while the C group 
has been left unchanged, is not clear from the figures. 
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In view of the fact just detailed, and of the further 
fact that, although the reduction of the woollen prefer- 
ence was accompanied by some cases of increased prefer- 
ence, the latter affected articles of small relative im- 
portance, there is some justification for the feeling that 
a loss of no small part of the low-tariff effect of the pref- 
erence is in sight. But, it will be said, surely this is 
due to the fact that the reciprocal feature is lacking. 
On that I would say that, if Canada were prevented from 
adjusting her tariff according to her own views of her 
own necessities, through contract engagements with the 
mother country, though she might be induced to keep 
some items of the tariff lower than they would be made 
in the absence of such engagements, that low tariff 
might be purchased at too high a price. As has been 
said by leading British statesmen : Freedom is greater 
than Free Trade. 

But my point in adducing this illustration was this, 
that the most prominent note in the policy developed by 
British colonies, in their preferential tariff arrangements, 
has been the readiness to impose increased duties on for- 
eign imports as a handicap to these as against British 
goods, not to make the entry of British goods easy. 
This is readily intelligible from protectionist communi- 
ties, and, in insisting on it, I do not desire to undervalue 
the sentiment dictating the favors to the mother coun- 
try. But, alongside this sentiment, in the main equally 
prominent, is the desire to institute a higher maximum 
schedule rather than a lower minimum of tariffs. Pref- 
erence conducted on such a basis does little towards fur- 
thering freedom of trade. If, in order to purchase the 
concessions made by her colonies. Great Britain is to in- 
stitute duties on foreign imports, which her other inter- 
ests do not dictate to her, a net increase of obstacles to 
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trade, not a decrease, is in contemplation. The protec- 
tionist may possibly rejoice at the prospect. Not so the 
free-trader. Even were the ideal of " Free Trade within 
the Empire," within the range of practical politics, it 
would need clearer demonstration than has, as yet, been 
forthcoming, that the attainment of that end, combined 
with protection against all outside, would not add to the 
hindrances to British commerce, rather than subtract 
from them, and that, not merely in the present, but for 
a future long enough to carry us to the regions of vague 
speculation or pure prophecy. 

The actual operation of the plan of reciprocal conces- 
sion has not shown it as a serious check on a growing 
reliance on high duties. The trouble is the old one, 
that the protectionist nations of the world are constantly 
in the position of " giving too little and asking too much." 
If each of the parties to the negotiation is protectionist, 
the outcome is no substantial lowering of the barriers to 
free intercourse. If one of the parties believes in free 
trade, there is little, if any, need for the other to make 
concessions at all. Only if an unyielding adherence to 
protection is replaced by a willingness to moderate tariffs 
will there be prospect of reciprocity treaties which shall 
embody any substantial advance towards free trade. 
When embodied in a treaty, valid only for a limited 
term of years, and revocable on the usual short notice, 
these concessions are constantly in danger of being with- 
drawn. The fact that they are granted to foreigners 
tells against them everywhere and always. Since, to 
make them possible, some growth of free-trade senti- 
ment is a pre-requisite, it is suggested that the embodi- 
ment of that sentiment in an unconditional revision, 
slight or thorough-going, according to the strength of 
the sentiment, of the tariff of the country where the 
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growth is manifested, would be the most effective use to 
make of the sentiment in question. 

The history of the reciprocity treaties of the United 
States, and the rather considerable accumulation of 
treaties of the kind which have awaited action by the 
Senate so long that they must rather be considered as 
offers of favorable terms which have been rejected, than 
as manifesting a willingness on the part of the United 
States to soften the rigor of the tariff in exchange for a 
full equivalent secured in return, do not weaken in any 
degree the belief that the road to freer trade relations is 
not conspicuously easier or more certain via reciprocity 
treaties than via downright tariff revision. The too 
widespread belief that free trade is defensible only as a 
cosmopolitan policy needs to be dispelled, and the view 
that it is as a national policy that it calls for support 
substituted. What if we do confer benefits on others in- 
cidentally while seeking our own national advantage ? 
Let us fix our attention on the gains to ourselves rather 
than on the gains to others. If that sounds sordid, it 
works out in more generous action than the plan of wait- 
ing till others are willing to join us in seeking the gain 
consequent on the removal of commercial restrictions. 
That gain is not unadulterated. In particular cases, the 
losses may outweigh the advantages. But if and wher- 
ever we believe the gain to outweigh the loss, from our 
own national standpoint, the best policy is to seize the 
gain at once, by reducing the duties which hinder natu- 
ral development, either reducing all round, or in the 
trade with particular nations, as seems best. 

L,et me say with some emphasis, before concluding, 
that I am not arguing against preferential tariffs, but 
against the policy of limited reciprocal preference. If 
the force of public opinion is opposed to a general reduc- 
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tioii of the tariff, but favors a reduction as against cer- 
tain nations, rather than a reduction on special items, 
there is a genuine increase of freedom, the future devel- 
opment of which should depend, not on the sentiment 
of other communities, but rather on that of the nation 
concerned. What I am opposed to is that attitude which 
requires or induces the adoption or retention of a pro- 
tective policy by other nations as a condition of favor- 
able terms of commercial intercourse with ourselves. 



